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Abstract
This paper assesses the impact of oil price changes on Spanish and euro area consumer 
price infl ation. We fi nd, consistently with recent international evidence, that the infl ationary 
effect of oil price changes is limited, even though crude oil price fl uctuations are a major 
driver of infl ation variability. The impact on Spanish infl ation is found to be somewhat higher 
than in the euro area. Direct effects are increasing over time, refl ecting the higher spending 
of households on refi ned oil products, whereas indirect ones, defi ned in broad terms, are 
losing importance.
Keywords: oil prices, consumer price infl ation, Spanish and Euro area infl ation, DSGE 
models.
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CONSUMER PRICE INFLATION. CONTRIBUTION OF ENERGY



























Spain EMU Germany France Italy
ENERGY
Average 1996-2008 0.4 0.4 0.5 0.3 0.3
Maximum year 1.2 1.1 1.2 1.0 0.9
Minimum year -0.3 -0.2 -0.3 -0.2 -0.2
OIL REFINED PRODUCTS (a)
Average 1996-2008 0.3 0.2 0.2 0.2 0.1
Maximum year 0.9 0.7 0.8 0.8 0.5
Minimum year -0.1 -0.2 -0.2 -0.3 -0.1
Sources: Eurostat and Banco de España
 (a) Liquid fuels and fuels and lubricants for personal transport equipment.
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Spain EMU Germany France Italy
REFINED OIL PRODUCTS (a)
(1) 1996 4.8 4.6 4.8 5.3 3.4
(2) 2008 6.2 5.5 5.6 5.2 4.9
(3)= (2)-(1) 1.4 0.9 0.8 -0.1 1.4
ENERGY
(1) 1996 7.5 9.1 10.3 9.3 6.8
(2) 2008 9.9 9.8 11.9 8.7 8.2
(3)= (2)-(1) 2.3 0.8 1.6 -0.6 1.4
Source: Eurostat.
 (a) Liquid fuels and fuels and lubricants for personal transport equipment.
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CONTRIBUTIONS TO INFLATION VARIABILITY
Spain EMU Germany France Italy
Overall 100.0 100.0 100.0 100.0 100.0
 Energy 51.3 44.7 40.2 38.0 29.3
 Non-energy 48.7 55.3 59.8 62.0 70.7
Sources: Eurostat and Banco de España.
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Spain EU 14 (a) Germany France Italy
PETROL
Retail price 100.0 100.0 100.0 100.0 100.0
Taxes 52.6 63.1 65.0 63.7 60.1
Price without taxes 47.4 36.9 35.0 36.3 39.9
DIESEL OIL
Retail price 100.0 100.0 100.0 100.0 100.0
Taxes 45.9 55.7 56.5 55.4 52.8
Price without taxes 54.1 44.3 43.5 44.6 47.2
Source:  European Commission.
(a) EU14: EU15 excluding Spain.
RETAIL PRICES AND TAXES
??? ?????? ?????? ?? ???? ??????? ?? ??? ???? ??????? ?? ??? ????? ?? ??? ?? ????????????? ???????
?? ???? ???????? ??????? ? ??????? ????? ?? ?????? ???????? ????? ??? ???????? ????? ?? ?????
??? ???? ???????? ??? ????????? ?? ??????? ?? ???????? ??? ??????? ??????? ???? ????????????????
???????? ??????? ??? ????????? ??????? ??????? ??? ???????? ???????????? ????? ??? ?? ??????? ?? ?????
??????????? ????? ???? ??????? ????????? ?????? ??????????? ????? ????????? ???????? ????? ???????????
??? ???????? ????? ???? ???? ????? ??? ????? ?????????? ?????? ?? ??? ????????????? ??????? ???????
???? ??? ??????? ????? ?? ? ????? ?????? ??? ??????? ?? ??????? ?? ??? ?????? ??? ??? ????????????
????? ???? ????????? ???? ???? ????? ????????? ????? ????? ???????? ??????? ????????????? ?????
????? ???????? ?????????? ?????? ???????? ????? ??????? ?? ????????? ??? ?????? ????? ???????? ????
????? ??? ???????? ?? ???????? ?? ?????? ????????????
BANCO DE ESPAÑA 14 DOCUMENTO OCASIONAL N.º 0904
???? ?????? ?????????? ??? ?? ???? ?? ??????????? ???? ??????? ???????? ????????? ????? ???
?????????? ?? ? ???????? ?????????? ?? ???? ?????? ??? ??????? ???? ??????? ?? ??? ????? ?? ? ?????????
?????? ????? ??? ????? ????? ?? ????????? ??? ???????? ?????????? ???? ?????? ?????? ????????? ??
??????? ???????? ???? ???? ????? ?? ??????????? ????????????? ?? ??????? ???? ?????? ? ??? ?????
??? ???????????? ??? ??????? ??? ????????? ????? ??? ??????? ???? ????? ????? ?? ? ???????????????
??? ? ??? ????? ?????? ?????? ??? ??? ????? ????? ?? ????? ??? ??? ???? ????? ??????? ??? ???
?????? ??? ?????? ??? ?????????? ?? ?????? ????? ?????? ??? ??? ????????? ?? ????????? ?????????
????? ????? ???? ???? ?????? ?????? ??? ????????? ??? ????????? ????? ?????????? ?? ???? ???????????
?????? ??? ???? ?????????? ??? ???? ???? ??? ?? ??????? ?????? ?? ?????????? ?????? ?? ????? ?????????
????? ? ???????????? ???? ???????? ???? ???? ??? ????? ?????? ????????? ????? ??????? ??????? ????
?? ?????????? ?????? ?? ??? ?????? ?? ????? ?? ???? ?????? ??????????? ?????????? ??????????? ???????
??????????? ?? ????? ??????? ????? ? ?????? ?????? ?? ?????? ????????? ??? ?????? ?????? ??
??? ?????? ???????? ?? ??? ??????????? ??????? ? ??? ???????? ?? ??? ????? ?? ????? ??? ?????
????????? ??? ???? ?????? ????????? ?? ????? ?? ??? ?? ??? ?? ??? ?? ?? ????
????? ?? ???? ?????? ?????? ????????? ?? ??????? ?????????
(1) Total effect after 2 months, except for gas.




















DIRECT IMPACT OF A 10% INCREASE IN THE OIL PRICE (1)
TRANSPORT 
FUELS HEATING OIL GAS ENERGY HICP
?????? ?
Spain
Residual standard error= 1.43% R²= 0.67 
Residual standard error= 2.81% R²= 0.59 
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1
)2.9()8.10(
13.016.0 ?????? ttt PcrudePcrudefuelstransportHICP
1
)2.9()0.8(
27.023.0 ?????? ttt PcrudePcrudeoilheatingHICP
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Residual standard error= 1.16% R²= 0.45 
EMU
Residual standard error= 1.42% R²= 0.64 
Residual standard error= 3.17% R²= 0.58 
Definition of variables: 
Pcrude: Price of crude oil (North Sea Brent) in euros 
Er: euro dollar exchange rate 
Pcrude$t : Price of crude oil in dollars 









BANCO DE ESPAÑA 16 DOCUMENTO OCASIONAL N.º 0904
?? ??? ???? ??????? ??????? ????? ???????? ????? ???? ????? ?? ?????? ??? ?????????? ?? ???????
???????? ????????? ?????? ?????? ???? ????? ???? ???? ?? ???????? ?? ???????? ???????
????? ?
Price increases
Mean scores (1) p-value (2) % Relevantfactor (3)
A change in the cost of raw materials 3.12 0.00 72.6%
A change in labour costs 2.72 0.00 56.8%
A change in competitors’ prices 2.54 0.00 52.1%
A change in demand 2.36 0.00 43.5%
A change in energy and fuel prices 2.20 0.00 35.3%
A change in other production costs 2.10 0.89 32.0%
An improvement in design, quality or the product range 2.09 0.00 34.0%
A change in productivity 1.91 0.00 27.3%
A change in financial costs 1.77 -- 19.4%
Price decreases
Mean scores (1) p-value (2) % Relevantfactor (3)
A change in competitors’ prices 2.66 0.08 57.2%
A change in the cost of raw materials 2.54 0.00 51.7%
A change in demand 2.43 0.00 48.1%
The intention of gaining market share 2.20 0.00 40.1%
A change in labour costs 1.96 0.00 29.3%
A change in productivity 1.85 0.01 25.9%
A change in energy and fuel prices 1.83 1.00 23.1%
A change in other production costs 1.83 0.00 23.5%
A change in financial costs 1.55 -- 13.4%
(3) % important denotes the fraction of firms rating the factor as important or very important.
(2) The p-value in columns 2  refers to the null hypothesis that the factor's mean scores (reported in colum 1) is
Driving factors of price increases and decreases
(1) Respondents are asked in question C1 to indicate the importance of each factor, the alternative scores being: (1)
unimportant, (2) of minor importance,(3) important, (4) very important.
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Total economy 3.4 2.0 61.4 33.2 100
Energy 21.1 18.5 45.3 15.1 100
Industry 5.7 1.9 73.8 18.6 100
Services 1.3 1.3 54.0 43.4 100
Total economy 2.9 1.6 59.3 36.2 100
Energy 13.9 20.2 44.0 21.9 100
Industry 5.2 1.6 71.7 21.5 100
Services 1.2 0.9 50.9 47.0 100
SPAIN
EMU (a)
COST STRUCTURE OF DIFFERENT INDUSTRIES. INPUT OUTPUT TABLE, BASIC PRICES. YEAR 2005
SOURCE: Eurostat.
a. EMU: Germany, France and Spain.
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OIL PRICE INCREASES AND INFLATION
ADJUSTMENT CLAUSES (a)
SOURCE: Banco de España.
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Spain >75% 70 38 16 11 5
Euro area 31 13 4 6 7
Germany None 27 na na na na
France <25% 33 1 5 5 21
Italy <25% 6 1 1 3 2
POLICIES OF ADJUSTING BASE WAGES TO INFLATION
SOURCES: Expert survey: Du Caju et al. (2008). Firm survey: Druant et al. (2008)
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Effects from a 10% rise in the price of oil according to MTBE
Accumulated percentage differences from base scenario
1. PRICES AND COSTS
Harmonized index of consumer prices (HICP) 0.25 0.38 0.33 0.23 0.28 0.20
Non-energy component of HICP 0.07 0.25 0.22 0.05 0.15 0.09
Energy-component of HICP 1.79 1.59 1.33 1.77 1.53 1.27
GDP deflator 0.16 0.18 0.03 0.10 0.05 -0.08
Private consumption deflator 0.29 0.23 0.03 0.22 0.11 -0.04
Deflator of exports of goods and services 0.06 0.12 0.00 0.04 0.05 -0.04
Deflator of imports of goods and services 0.91 0.83 0.63 0.89 0.79 0.61
Unit labour costs 0.09 0.25 0.08 0.00 0.10 -0.03
Compensation per employee 0.08 0.17 0.16 0.00 0.01 0.03
2. ACTIVITY (constant prices)
GDP 0.01 -0.21 -0.27 0.01 -0.21 -0.27
Private consumption -0.04 -0.09 -0.18 -0.04 -0.09 -0.20
Public consumption 0.00 0.00 0.00 0.00 0.00 0.00
Gross fixed capital formation 0.06 -0.11 -0.39 0.04 -0.21 -0.47
Exports of goods and services -0.01 -0.09 -0.06 -0.01 -0.05 -0.01
Imports of goods and services -0.06 0.12 -0.07 -0.08 0.08 -0.08
Contributions to growth of real GDP
National demand (difference in levels) 0.00 -0.08 -0.21 -0.01 -0.11 -0.24
Net exports (difference in levels) 0.02 -0.05 0.01 0.03 -0.03 0.03
3. OTHER VARIABLES
Unemployment rate (difference in levels) -0.01 0.08 0.20 -0.01 0.07 0.19
Employment 0.02 -0.12 -0.35 0.02 -0.11 -0.34
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?????? ?
Effects from a 10% rise in the price of oil with endogenous and exogenous wages
HICP energy HICP non-energy HICP
GDP deflator Private consumption deflator Imports deflator
GDP Employment Private sector wages
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Impact of a 10% rise in the international price of oil




Second-round effect (4) 0.02 0.07 0.00 0.00
Euro area total effect (5) 0.06 to 0.32 0.02 to 0.22         -0.02 to -0.16 -0.06 to 0.04
Inflation GDP (rate of growth)
(1) Results from baseline simulation with MTBE.
(2) Coefficients in equations, and weight of energy in total HICP.
(3) Results from simulation with exogenous wages, minus (2).
(4) Results from baseline simulation minus (2) minus (3).
(5) Results for the euro area from other large-scale macroeconomic models (ECB AWM, EC QUEST, NiGEM, OECD Interlink, IMF Multimod)
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